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SUMMARY  OF  RECOMMENDATIONS 


This    listing    serves    as    a    means    of    summarizing    the    recommendations 
contained  in  the  report  and  the  audited  agency's  reply. 


Recommendation  #1 

The  department  follow  its  purchasing 

and  accounting  policies  when  it  makes  emergency 

purchases. 

Agency  Response:   Concur.   See  page  29. 

Recommendation  #2 

The  department  implement  procedures  to  ensure 
all  SBAS  documents  are  adequately  supported. 

Agency  Response:   Concur.   See  page  29. 

Recommendation  #3 

The  department  classify  membership  payments  as 
operating  expenditures. 

Agency  Response:    Concur.    See  page  29. 


INTRODUCTION 

We  performed  a  financial-compliance  audit  of  the  Department  of 
Agriculture  (the  department)  for  each  of  the  two  fiscal  years  ended  June  30, 
1986  and  1987  and  the  Montana  Agricultural  Loan  Authority  (the  authority)  for 
the  fiscal  year  ended  June  30,  1987.  We  performed  the  audit  of  the  authority 
for  the  fiscal  year  ended  June  30,  1986  and  issued  our  opinion  thereon  in  a 
previously  issued  report  (September  1986). 

The  objectives  of  the  audit  were  to  : 

1)  determine  if  the  department's  financial  schedules  present  fairly  the 
results  of  its  operations  for  the  two  fiscal  years  ended  June  30,  1986 
and  1987; 

2)  determine  if  the  authority's  financial  statements  present  fairly  its 
financial  position  at  June  30,  1987,  and  the  results  of  operations  for 
the  year  then  ended; 

3)  determine  the  department's  compliance  with  applicable  laws  and 
regulations; 

4)  make  recommendations  for  improvement  in  the  department's 
management  and  internal  controls;  and 

5)  determine  the  implementation  status  of  prior  audit  recommendations. 

This  report  contains  three  recommendations  to  the  department.  These 
recommendations  address  areas  where  the  department  can  improve  management, 
internal  control,  financial  reporting,  and  compliance  with  laws  and  regulations. 
Other  areas  of  concern  deemed  not  to  have  a  significant  effect  on  the 
successful  operations  of  the  department  are  not  included  in  this  report  but 
have  been  discussed  with  management. 

In  accordance  with  section  5-13-307,  MCA,  we  analyzed  and  disclosed  the 
costs,  if  significant,  of  implementing  the  recommendations  made  in  this  report. 

BACKGROUND 

The  Constitution  of  the  State  of  Montana  mandates  the  Legislature  to 
provide  for  a  Department  of  Agriculture.  The  department's  statutory  functions 
and  responsibilities  are  to: 

1.       encourage  and  promote  the  interests  of  Montana  agriculture, 
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2.  publish  agricultural  statistics, 

3.  represent     the     agricultural     community     in     product     distribution     and 
marketing  issues, 

4.  maintain  a  crop  market  news  service,  and 

5.  regulate     and     protect     Montana     agricultural     activities     through     the 
administration  of  agriculture- related  statutes. 

The  department  consists  of  four  divisions  and  two  units: 

Centralized  Services  Division  -  includes  the  director's  office  and  provides 
support  to  all  other  programs  in  the  department  by  performing 
administrative  responsibilities  such  as  accounting,  fiscal  management, 
payroll,  purchasing,  property  control,  data  processing  and  legal  support. 
Attached  to  the  director's  office,  the  weed  management  program 
administers  the  noxious  weed  management  trust  fund  and  provides  special 
grants  for  noxious  weed  control  and  eradication. 

Environmental  Management  Division  -  administers  the  Montana  Pesticides 
Act,  the  Crop  Insect  Detection  and  Management  Act,  the  Noxious  Plant 
Management  Assistance  Act,  the  Vertebrate  Pest  Management  Act  and  the 
department's  Chemical  Analytical  Laboratory.  It  also  provides  technical 
and  consultant  services  to  consumers  and  agricultural  producers  in  the 
pesticide,  analytical  chemistry,  and  pest  management  program  areas. 

Plant  Industry  Division  -  administers  agricultural  programs  relating  to  the 
production,  manufacturing  and  marketing  of  commodities  exported  from  or 
distributed  within  the  state.  It  provides  services  to  the  agricultural 
industry  by:  performing  professional  insect/disease  surveys;  performing 
comprehensive  feed  mill  inspections;  issuing  dealer  licenses/permits; 
performing  analytical  analyses  for  bees;  and  collecting  various  assessment 
fees.  Division  personnel  provide  technical/scientific  information  upon 
request  to  the  industry  and  the  general  public  by  investigating  and 
resolving  consumer  complaints.  The  division  also  provides  administrative 
support  to  the  Alfalfa  Leafcutting  Bee  Advisory  Committee. 

Agricultural  Development  Division  -  provides  administrative  support  to 
the  Alfalfa  Seed  Committee  and  administers  the  following  four  programs. 

Agricultural  Statistics  Service  -  serves  the  agricultural  industry  of 
Montana,  allied  interests,  and  the  general  public  by  collecting  and 
publishing  statistics  on  a  state  and  county  basis  relating  to  the 
production  and  marketing  of  crops  and  livestock. 

Marketing  -  provides  direct  assistance  to  Montana  firms  in  foreign 
and  domestic  market  development;  provides  marketing  and  statistical 
information;  coordinates  marketing  from  the  initial  producer  to  the 
consumer  and  assists  both  the  producer  and  industry  to  find  means 
to  more  efficiently  market  their  products. 


Rural  Development  -  administers  federal  rural  rehabilitation  moneys 
and  provides  loans  to  substandard  income  rural  Montanans  for  farm- 
ranch  real  estate,  livestock,  operations,  student  education,  youth 
livestock,  and  agribusiness  loans. 

Agricultural  Assistance  and  Counseling  -  provides  assistance  and 
counseling  to  individual  farmers  who  are  financially  distressed  to 
manage  farm  credit  problems,  to  avoid  or  mitigate  farm  foreclosure, 
and  to  cope  with  the  financial  stress  resulting  from  the  adverse 
conditions  of  agriculture  in  Montana.  This  is  a  temporary  program 
that  terminates  July  1,  1989. 

The  Agricultural  Development  Division  also  provides  administrative  support 
to  the  Montana  Agricultural  Loan  Authority,  established  by  Chapter  580, 
Laws  of  1983.  The  authority  is  responsible  for  administering  the 
Beginning  Farm  Loan  Program,  a  tax-exempt  bond  program  designed  to 
assist  beginning  Montana  farmers  and  ranchers  in  purchasing  agricultural 
land,  improvements,  and  depreciable  property,  and  the  Tax  Deduction  on 
Sale  of  Agricultural  Land  Program  which  provides  for  a  state  tax 
deduction  to  the  seller  of  agricultural  land  if  the  sale  is  made  to  a 
qualified     beginning     farmer.  Although     the     authority's     existence      is 

authorized  by  law,  its  programs  are  essentially  dormant.  From  the  time  of 
inception,  only  two  loans  have  been  processed  and  the  authority  has 
sustained  an  operating  loss  in  every  year  of  its  existence.  Because  of 
these  losses,  the  authority  had  obtained  loans  from  the  General  Fund 
totalling  $197,294.  House  Bill  2,  Laws  of  1987,  forgave  the  loan,  and  the 
authority  is  not  expected  to  generate  future  revenues  and  expenditures. 

Hail  Insurance  Unit  -  totally  funded  by  participating  farmers  and 
ranchers,  administers  Montana's  hail  insurance  laws  and  offers  crop 
insurance  and  protection  against  crop  loss  due  to  hail.  The  Hail  Board  is 
attached  to  the  department  for  administrative  purposes  only. 

Wheat  Research  and  Marketing  Unit  -  paid  for  by  voluntary  participation 
of  grain  producers,  encourages  and  promotes  the  development  of  markets 
for  Montana  wheat  and  barley  and  funds  intensive  scientific  and  practical 
research  into  all  phases  of  wheat  and  barley  culture,  production,  and  use. 
The  Wheat  and  Barley  Committee  manages  funds  provided  by  voluntary 
assessment  on  producer  sales  and  is  attached  to  the  department  for 
administrative  purposes  only. 

The   department   operated    with   approximately   90   full-time   equivalent   positions   in 
fiscal  years  1985-86  and  1986-87. 

PRIOR  AUDIT  RECOMMENDATIONS 

Our  office  performed  an  audit  of  the  department  for  the  two  fiscal  years 
ended  June  30,  1984  and  1985.  The  report  contained  eight  recommendations, 
six    of    which    are    still    applicable    to    current    department    operations    under    audit. 


The  department  implemented  five  recommendations  and  partially  implemented 
one.  The  partially  implemented  recommendation,  regarding  spending  in 
accordance  with  approved  operating  plans,  is  not  included  in  this  report  but 
has  been  discussed  with  department  management.  Our  audit  report  on  the 
Agricultural  Loan  Authority  for  the  fiscal  year  ended  June  30,  1986  contained 
no  recommendations. 

EQUIPMENT  PURCHASE 

During  fiscal  year  1986-87,  Department  of  Agriculture  purchasing  policy 
dictated  use  of  the  state  purchasing  division  for  items  greater  than  $500. 
Department  policy  requires  a  division  needing  an  item  to  submit  a  purchase 
requisition     to     Centralized     Services.  After     Centralized     Services     personnel 

approve  the  requisition,  they  give  it  to  the  Department  of  Administration's 
Purchasing  Division  to  complete  the  purchase.  If  there  is  an  immediate  need 
for  srecific  goods,  state  purchasing  policy  allows  an  agency  to  directly  make 
the  purchase  under  its  emergency  purchase  guidelines.  This  report  section 
discusses  an  instance  where  established  department  procedures  were  not 
followed  and  resulted  in  noncompliance  with  state  purchasing  and  accounting 
policies. 

Near  fiscal  year-end  1986-87,  a  division  administrator  identified  an 
immediate  need  for  infra-red  analyzers  which  are  used  to  complete  tests  on 
grains.  The  administrator  did  not  follow  department  policy  and  submit  a 
requisition  to  Centralized  Services.  The  division  administrator  requested  bids 
from  several  vendors  and  selected  a  low  bidder  for  the  purchase. 
Subsequently,  another  vendor  offered  to  supply  the  analyzers  for  less  than  the 
selected  low  bid.  To  take  advantage  of  the  lower  price,  the  division 
administrator  allowed  the  new  vendor  to  supply  the  analyzers.  The  new 
vendor  had  not  taken  part  in  the  original  bid  process.  State  policy  requires 
vendors  be  selected  through  a  competitive  bid  process  for  items  over  $500. 
The  cost  of  the  analyzers  was  $7,888. 

The  department  did  not  issue  a  purchase  order  after  the  vendor  had  been 
selected.  A  purchase  order  is  the  contract  between  the  department  and  the 
vendor,  and  serves  as  a  receiving  document  to  ensure  that  specifications  were 
met.  State  purchasing  policy  requires  a  purchase  order  for  all  purchases  over 
$500,  including  emergency  purchases. 


The  division  administrator  notified  Centralized  Services  personnel  of  the 
pending  purchase  and  they  accrued  the  expenditure  as  though  the  analyzers 
would  be  received  by  June  30.  In  fact,  the  analyzers  were  not  delivered  until 
late  August,  approximately  two  months  after  the  purchase  was  initiated.  State 
policy  allows  an  expenditure  accrual  only  if  a  valid  obligation  exists  to  support 
the  accrual.  A  valid  obligation  for  equipment  exists  in  the  fiscal  year  in 
which  a  purchase  order  has  been  issued.  Because  the  department  did  not  issue 
a  purchase  order,  a  valid  obligation  did  not  exist,  and  the  department  should 
not  have  accrued  the  expenditure.  As  a  result,  expenditures  in  the  Special 
Revenue  fund  were  overstated  by  $7,888  for  fiscal  year  1986-87. 

The  billing  invoice  for  the  infra-red  analyzers  indicated  the  department 
had  traded  in  equipment  as  part  of  the  purchase.  State  policy  requires  an 
agency  to  obtain  approval  for  trade-ins  from  the  Department  of  Administration. 
The  department  did  not  obtain  such  approval,  but  would  have  had  the 
opportunity  to  obtain  it  if  the  purchasing  procedures  had  been  followed. 

In  order  to  comply  with  state  purchasing  and  accounting  policies  the 
department  should  follow  its  own  policy  by  requiring  divisions  to  submit  a 
purchase  requisition  to  Centralized  Services  before  items  over  $500  are 
purchased. 

RECOMMENDATION  #1 

WE  RECOMMEND  THE  DEPARTMENT  FOLLOW  ITS  PURCHASING  AND 

ACCOUNTING  POLICIES  WHEN  IT  MAKES  EMERGENCY  PURCHASES. 


SUPPORT  DOCUMENTATION 

State  accounting  policy  requires  every  Statewide  Budgeting  and 
Accounting  System  (SBAS)  document  be  properly  and  adequately  supported,  and 
a  complete  explanation  appear  on  the  document.  Without  sufficient  support 
documentation,  incorrect  transactions  could  be  recorded  on  SBAS.  In  the  case 
of  unsupported  revenue  abatements,  revenue  could  be  understated. 

During  our  testing  of  five  revenue  abatement  transactions  for  fiscal  year 
1985-86,  we  found  four  of  the  transactions  could  not  be  justified  based  on  the 
attached  supporting  documentation.  The  transactions  abated  federal  revenue 
for    the    Marketing    Development   grant   (U.S.    Department   of    Agriculture,   Catalog 


of  Federal  Domestic  Assistance  #10.156)  and  the  Enforcement  grant 
(Environmental  Protection  Agency,  Catalog  of  Federal  Domestic  Assistance 
#66.700).  All  four  entries  were  recorded  in  the  Federal  Special  Revenue  Fund. 
The  documents  and  support  were  prepared  by  an  individual  no  longer  employed 
at  the  department,  and  current  personnel  could  not  provide  additional  support 
for  the  transactions. 

We  also  found  one  document,  recording  an  adjustment  to  interest  earnings 
on  investments,  that  had  no  support  attached  to  it.  Department  personnel 
stated  the  document  had  been  prepared  during  the  busy  fiscal  year-end  period 
and  documenting  support  for  the  transaction  was  overlooked. 

The    department's    process    for    review    and    approval    of    SBAS    documents 

should   include   a  review   for  the   existence  of  adequate   documentation   to   support 

the  transactions. 
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RECOMMENDATION  #2 

WE    RECOMMEND   THE    DEPARTMENT   IMPLEMENT   PROCEDURES   TO 

ENSURE  ALL  SBAS  DOCUMENTS  ARE  ADEQUATELY  SUPPORTED. 


EXPENDITURES 
Classification 

The  Wheat  Research  and  Marketing  Unit  pays  for  membership  to  several 
national  wheat  and  barley  associations.  The  purposes  of  these  associations  are 
to  improve  wheat  and  barley  quality,  increase  the  efficiency  of  production,  and 
to  carry  out  research  and  marketing.  To  meet  those  ends,  the  associations 
sponsor  specific  projects  and  member  organizations  contribute  money 
specifically  for  those  projects.  The  Wheat  Research  and  Marketing  program's 
activities,  including  membership  in  national  associations,  are  funded  by  a 
refundable  producer  assessment  on  all  wheat  and  barley  grown.  Because  the 
assessment  is  refundable,  participation  in  the  Wheat  Research  and  Marketing 
Program  is  voluntary. 

The  department  classifies  its  membership  payments  and  its  payments  for 
projects  as  "Grants  to  Professional  Societies."  This  classification  is  acceptable 
for     project     expenditures.  However,      under     state      policy,      payments      for 


membership  should  be  classified  as  an  operating  expenditure  rather  than  a 
grant  expenditure. 

Because  of  the  misclassification,  grant  expenditures  are  overstated  and 
operating  expenditures  are  understated  by  $168,905  and  $256,204  for  fiscal 
years       1985-86      and       1986-87,       respectively.  The      Centralized      Services 

administrator  agreed  that  to  properly  reflect  its  financial  activity,  the 
department  should  classify  membership  payments  as  operating  expenditures. 

The  department's  Centralized  Services  program  is  partially  funded  by 
2.5  percent  of  all  department  grant  expenditures.  Reclassifying  membership 
payments  will  result  in  a  loss  of  funding  to  Centralized  Services  from  that 
source,  unless  the  funding  structure  is  changed. 

RECOMMENDATION  #3 

WE      RECOMMEND      THE      DEPARTMENT      CLASSIFY      MEMBERSHIP 

PAYMENTS  AS  OPERATING  EXPENDITURES. 


Accruals 

During  our  testing  of  fiscal  year  1986-87  expenditures,  we  found  two 
instances  where  membership  payments  and  grant  expenditures  for  the  Wheat 
Research/Marketing  Unit  should  have  been  accrued  in  the  prior  year.  Depart- 
ment personnel  discovered  the  oversights  and  recorded  the  expenditures  in 
fiscal  year  1986-87  as  prior  year  expenditure  adjustments.  These  errors 
resulted  in  an  understatement  of  $285,125  in  expenditures  in  fiscal  year  1985- 
86  and  an  overstatement  of  $285,125  in  the  July  1,  1986  fund  balance  in  the 
Special  Revenue  Fund  for  fiscal  year  1986-87.  The  department's  correcting 
entries  in  fiscal  year  1986-87  properly  adjusted  the  fund  balance  by  June  30, 
1987.  Because  the  department  caught  the  errors  and  recorded  the  appropriate 
transactions  on  SBAS,  this  section  is  for  disclosure  only  and  we  make  no 
recommendation. 


AUDITOR'S  OPINION  LETTER 
AND  AGENCY  FINANCIAL  SCHEDULES 


SUMMARY  OF  AUDIT  OPINION 

The  financial  schedules  are  prepared  from  the  Statewide  Budgeting  and 
Accounting  System  without  adjustments  for  errors  noted  during  the  audit.  The 
auditor's  opinion  issued  in  this  report  is  intended  to  convey  to  the  reader  of 
the  financial  schedules  the  degree  of  reliance  that  can  be  placed  on  the 
amounts  presented. 

The  opinion  on  the  Schedule  of  Changes  in  Fund  Balances  for  the  two 
fiscal  years  ended  June  30,  1987,  and  the  Schedule  of  Budgeted  Program 
Expenditures  by  Object  and  Fund  for  the  fiscal  year  ended  June  30,  1987  and 
the  fiscal  year  ended  June  30,  1986,  means  the  reader  of  the  financial 
schedules  should  be  cautious  when  using  the  financial  information.  These 
schedules  are  misstated  for  the  reasons  described  in  paragraphs  three  through 
five  of  the  opinion  letter. 

The  opinion  on  the  Schedule  of  Budgeted  Revenue  and  Transfers  In  for 
the  fiscal  year  ended  June  30,  1987  and  the  fiscal  year  ended  June  30,  1986 
and  the  Schedule  of  Additions  and  Deductions  to  Agency  Fund  Property  Held 
in  Trust  for  the  two  fiscal  years  ended  June  30,  1987,  means  the  reader  of  the 
financial  schedules  may  rely  on  the  fairness  of  the  information  presented. 
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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  examined  the  financial  schedules  of  the  Department  of 
Agriculture,  for  each  of  the  two  fiscal  years  ended  June  30,  1986  and  1987,  as 
shown  on  pages  10  through  20.  Our  examination  was  made  in  accordance  with 
generally  accepted  auditing  standards  and,  accordingly,  included  such  tests  of 
the  accounting  records  and  such  other  auditing  procedures  as  we  considered 
necessary  in  the  circumstances. 

As  described  in  Note  1  to  the  financial  schedules,  the  department's 
financial  schedules  are  prepared  in  accordance  with  state  accounting  policy. 
Accordingly,  the  accompanying  financial  schedules  are  not  intended  to  present 
financial  position  and  results  of  operations  in  conformity  with  generally 
accepted  accounting  principles. 

The  department  did  not  properly  accrue  expenditures.  As  a  result. 
Special  Revenue  Fund  expenditures  are  understated  by  $285,125  in  fiscal  year 
1985-86  and  the  July  1,  1986,  fund  balance  in  the  Special  Revenue  Fund  is 
overstated  by  $285,125  in  the  department's  accounting  records. 

The  department  classified  membership  payments,  which  are  operating 
expenditures,  as  grant  expenditures.  Wheat  Research/Marketing  Unit  Special 
Revenue  Fund  operating  expenditures  are  understated  and  grant  expenditures 
are  overstated  by  $168,905  and  $256,204,  for  fiscal  years  1985-86  and  1986-87, 
respectively. 

In  fiscal  year  1984-85  and  1985-86  the  department  charged  full  salaries 
for  two  staff  to  the  Agricultural  Loan  Authority  even  though  the  staff  were 
cross-utilized  and  only  worked  on  the  authority's  programs  a  portion  of  their 
time.        The    department    did    not    charge    the    authority    for    administrative    costs 


8 


incurred  by  Centralized  Services  as  the  authority  was  operating  on  a  General 
Fund  loan  and  revenue  generation  did  not  cover  expenditures;  and  incorrectly 
recorded  the  program's  compensated  absences  in  fiscal  year  1985-86.  As  a 
result,  the  July  1,  1985  and  June  30,  1987  fund  balances  in  the  Enterprise  Fund 
are  understated  by  $31,488  and  $45,785,  respectively,  and  the  July  1,  1986 
Enterprise  Fund  balance  is  understated  by  $48,781  in  the  department's 
accounting  records. 

In  our  opinion,  except  for  the  effects  of  matters  discussed  in  paragraphs 
three  through  five,  the  Schedule  of  Changes  in  Fund  Balances,  and  the 
Schedules  of  Budgeted  Program  Expenditures  by  Object  and  Fund  present  fairly 
the  results  of  operations  and  changes  in  fund  balances  of  the  Department  of 
Agriculture  for  the  two  fiscal  years  ended  June  30,  1987,  in  conformity  with 
the  basis  of  accounting  described  in  Note  1  applied  on  a  consistent  basis. 

In  our  opinion,  the  Schedules  of  Budgeted  Revenue  and  Transfers  In- 
Estimated  and  Actual,  and  the  Schedule  of  Additions  and  Deductions  to  Agency 
Fund  Property  Held  in  Trust,  present  fairly  the  results  of  operations  of  the 
Department  of  Agriculture  for  the  two  fiscal  years  ended  June  30,  1987,  in 
conformity  with  the  basis  of  accounting  described  in  Note  1  applied  on  a 
consistent  basis. 

Respectfully  submitted, 

James  Gillett,  CPA 
Deputy  Legislative  Auditor 


December  18,  1987 


FUND  BALANCE: 

ADDITIONS 
Fiscal  Year  1 
Budgeted  Reve 
Nonbudgeted  R 
Prior  Year  Re 
Support  From 

Fiscal  Year  1 
Budgeted  Reve 
Prior  Year  Ex 
Support  From 
Prior  Year  Re 
Nonbudgeted  F 
Total  Additic 

REDUCTIONS 

Fiscal  Year  1 
Budgeted  Expe 
Prior  Year  E> 
Nonbudgeted  E 
Non-Budgeted 
Adjustment 

Fiscal  Year  1 
Budgeted  Expt 
Prior  Year  E> 
Cash  Transfei 
Prior  Year  Ej 
Nonbudgeted  I 
Nonbudgeted  1 
Adjustment 
Prior  Year  R( 
Total  Reduct: 

FUND  BALANCE: 

See  note  7,  | 

This  schedule 
provided  in  tl 


DEPARTMENT  OF  AGRICULTURE 

SCHEDULE  OF  CHANGES  IN  FUND  BALANCES 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30,  1987 

Special 

Revenue    Enterprise  Expendable    Nonexpendable 
General  Fund    Fund         Fund     Trust  Fund     Trust  Fund 


FUND  BALANCE:  July  1,  1985 

ADDITIONS 
Fiscal  Year  1985-86 
Budgeted  Revenue  &  Transfers  In 
Nonbudgeted  Revenue  &  Transfers  In 
Prior  Year  Revenue  Adjustments 
Support  From  State  Of  Montana 

Fiscal  Year  1986-87 
Budgeted  Revenue  &  Transfers  In 
Prior  Year  Expenditure  Adjustments 
Support  From  State  Of  Montana 
Prior  Year  Revenue  Adjustments 
Nonbudgeted  Revenue  &  Transfers  In 
Total  Additions 

REDUCTIONS 
Fiscal  Year  1985-86 


-0- 


$  544,693   $(103,350)   $5,628,385 


545,319 

1,790,133 

20,761 

2,014,695 

157,209 

1,835 

(6,827) 

14,829 

285,975 

765 

6,971 

1,120 

1,684 

995,902 

582,036 

2,576,078 

7,894 

1,580,393 

224,249 

1,904 

206 

1.012,036 

53,528 

10,339 
3,621,940 

214,025 

3,139,797 

4,419,883 

29,981 

881,458 

Budgeted  Expenditures  &  Transfers  Out    1,542,157 
Prior  Year  Expenditure  Adjustments  1,664 

Nonbudgeted  Expenditures  &  Transfers  Out 
Non-Budgeted  Prior  Year  Expenditure 
Adjustment 

Fiscal  Year  1986-87 

Budgeted  Expenditures  &  Transfers  Out 

Prior  Year  Expenditures 

Cash  Transfers  Out 

Prior  Year  Expenditure  Adjustments 

Nonbudgeted  Expenditures  &  Transfers  Out 

Nonbudgeted  Prior  Year  Expenditure 

Adjustment 
Prior  Year  Revenue  Adjustments 
Total  Reductions 


FUND  BALANCE 

1 


June  30,  1987 
See  note  7,  page  19. 


1,651,799      79,824  231,327 

3,980          6  (89) 

(495)  1,570,412 

8,249 


1,595,563 

2,277,442 

29,660 

241,498 

413 

14,674 
284,369 

(2,861) 

198 

628 
115,209 

170 
1,235,802 

56,909 

3,139,797 

4,232,264 

3,279,120 

56,909 

-0- 

$   732,312 

$(188, 578)1 

$5,971,205 

$824,549 

This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System, 
provided  in  the  notes  to  the  financial  schedules  on  pages  16  through  20. 


Additional  information  is 


GENERAL  FUND 
Estimated  Revenue 
Actual  Revenue 
Col  lee t  ions  Over 
(Under)  Estimat 

SPECIAL  REVENUE  FL 
Estimated  Revenue 
Actual  Revenue 
Col lect  ions  Over 
(Under)  Estimat 

ENTERPRISE  FUND 
Estimated  Revenue 
Actual  Revenue 
Col lect  tons  Over 
(Under)  Estimat 

EXPENDABLE  TRUST  F 

Estimated  Revenue 

Actual  Revenue 

Col lect  ions  Over 

(Under)  Estimat 

NONEXPENDABLE  TRU< 

Estimated  Revenue 

Actual  Revenue 

Col lect  ions  Over 

(Under)  Estimal 


See  note  8A,  pac 


See  note  8B,  pac 
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DEPARTMENT  OF  AGRICULTURE 

SCHEDULE  OF  BUDGETED  REVENUE  &  TRANSFERS  IN  -  ESTIMATED  &  ACTUAL 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30.  1987 


GENERAL  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 

SPECIAL  REVENUE  FUND 
Estimated  Revenue 
Actual  Revenue 
Col  lections  Over 
(Under)  Estimate 


Federal 

Licenses    Charges              Sale  of                        Indirect  Rentals, 

and        For      Fines  &  Documents  &           Investment     Cost  Leases  & 

Permits    Services   Forfeits  Merchandise   Taxes     Earnings   Recoveries  Royalties 


$400,000   $   152,800   $   500 
416.390     164.381    1.025 


$  16,390  $   VL581   $  525 


$  72,000  *  509,320 
73.670     532.080 


$   1.670  $   22.760 


300 
240 


$15,050  $  837,000   $  50,500   $15,500 
11.138   1.448.424     32.327    13.257 


Grants, 
Contracts, 
Miscellaneous  &  Donations  Federal     Total 

*  553,600 
582.036 


$1,000 
150 


$292,300  $259,000  $2,053,170 
269.364   195.668   2.576.078 


$(3,912)  $  611,424   $(18.173)   $(2,243)     $(1.500)       $  (850)       $(22.936)  $(63,332)  $  522,908 


ENTERPRISE  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 


$   157,800 
6.704 


$  (151,096) 


$  1,000 
1.190 


$   158,800 
7.894 


$  (150,906) 


EXPENDABLE  TRUST  FUND 
Estimated  Revenue 
Actual  Revenue 
Col  lections  Over 
(Under)  Estimate 


$1,002,000 
1.164.536 


$   162,536 


$436,000 
412.911 


$(23,089) 


$  5,000 
2.946 


$1,443,000 
1.580.393 


NONEXPENDABLE  TRUST  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 


$  125,000   $  12,000 
183.443     40.806 


$   58,443   $  28,806 


$   137,000 
224.249 


See  note  8A,  page  19. 
See  note  8B,  page  20. 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System.   Additional  informatic 
is  provided  in  the  notes  to  the  financial  schedules  on  pages  16  through  20. 


GENERAL  FUND 
Estimated  Revenue 
Actual  Revenue 
Estimate  Over 
(Under)  Actual 


SFECIAL  REVENUE  FL 
Estimated  Revenue 
Actual  Revenue 
Estimate  Over 
(Under)  Actual 

ENTERPRISE  FUND 
Estimated  Revenue 
Actual  Revenue 
Estimate  Over 
(Under)  Actual 


EXPENDABLE  TRUST  F 
Estimated  Revenue 
Actual  Revenue 
Estimate  Over 
(Under)  Actual 

NONEXPENDABLE  TRUS 
Estimated  Revenue 
Actual  Revenue 
Estimate  Over 
(Under)  Actual 


See  note  8A,  pag 


See  note  8B,  pag 
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DEPARTMENT  OF  AGRICULTURE 

SCHEDULE  OF  BUDGETED  REVENUE  &  TRANSFERS  IN  ■  ESTIMATED  &  ACTUAL 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30.  1986 

Federal 

Indirect      Rentals,       Grants, 
Investment      Cost         Leases       Contracts, 
Earnings    Recoveries    &  Royalties     &  Donations 
GENERAL  FUND 
Estimated  Revenue  $395,000   *  149,500    $  500      $    250  $  545,250 

Actual  Revenue  399.002      146,105     0  212  545.319 

Estimate  Over 
(Under)  Actual 


Licenses 

Charges 

Sa 

e  of 

and 

for 

Fines  & 

Documents  & 

Permi  ts 

Services 

Forfeits 

Mercf 

andise 

$395,000 

$  149,500 

$  500 

$ 

250 

399.002 

146.105 

0 

212 

$  4,002 

$   (3,395) 

$(500) 

$ 

(38) 

SPECIAL  REVENUE  FUND 
Estimated  Revenue  $  72,000   $  498,280  $  18,550      $  835,230     $  67,500     $20,000        $3,000        $316,952      $  293,500  $2,125,012 

Actual  Revenue  69.591      482.743  8,381       595.508      30.467      12.359         2,400         296.344        292.340   1.790.133 

Estimate  Over 

(Under)  Actual  $  (2.409)  $  (15.537)  $(10,169)     $(239,722)    $(37,033)    $(7,641)       $  (600)       $(20,608)     $   (1,160)  $  (334,879) 

ENTERPRISE  FUND 

Estimated  Revenue  $  144,000  $  2,500  $  146,500 

Actual  Revenue  20,761  0  20.761 

Estimate  Over 

(Under)  Actual  $  (123,239)  $  (2,500)  $  (125,739) 

EXPENDABLE  TRUST  FUND 

Estimated  Revenue  $1,301,700                                    $470,000                              $  16,000               $1,787,700 

Actual  Revenue  1.624.362                                     386.628                                 3. .705               2.014.695 
Estimate  Over 

(Under)  Actual  $  322,662                                    $(83,372)                              $(12,295)              $  226,995 

NONEXPENDABLE  TRUST  FUND 
Estimated  Revenue  $  250,000     $  7,500  $  257,500 

Actual  Revenue  144.341       12,868  157,209 

Estimate  Over 

(Under)  Actual  $(105.659)    $  5.368  $  (100,291) 

1 

See  note  8A,  page  19. 

2 

See  note  8B,  page  20. 

This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System.  Additional  information  is  provided  in  the  notes  to  the  financial  schedules  on  pages  16  through  20. 


PERSONAL  SERVICES 
Salaries 
Hourly  Wages 
Other  Compensati 
Employee  Benefit 
Total 

OPERATING  EXPENSES 
Contracted  Servi 
Supplies  &  Hater 
Communicat  ions 
Travel 
Rent 

Utilities 
Repair  &  Hainten 
Other  Expenses 
Total 

EOUIPMENT  AND  INTA 
Equipment 
Total 

GRANTS 

From  State  Sourc 
From  Federal  Sou 
From  Other  Sourc 
Total 

TOTAL  PROGRAM  EXPE 

GENERAL  FUND 

Budgeted 

Ac tua I 

Unspent  Budget  A 
SPECIAL  REVENUE  FU 

Budgeted 

Actual 

Unspent  Budget  A 

ENTERPRISE  FUND 

Budgeted 

Actual 

Unspent  Budget  A 
EXPENDABLE  TRUST  F 

Budgeted 

Actual 

Unspent  Budget  A 

1 

See  note  8B  (2), 

This  schedule  is  | 

the  financial  sche 


DEPARTMENT  OF  AGRICULTURE 

SCHEDULE  OF  BUDGETED  PROGRAM  EXPENDITURES  BY  OBJECT  AND  FUND 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30.  1987 


itralized   Hail 


PERSONAL  SERVICES 

Salaries 

$279,053 

$  53,658 

Hourly  Wages 

35,698 

Other  Compensation 

475 

150 

Employee  Benefits 

53.176 

15.453 

Total 

332.704 

104.959 

OPERATING  EXPENSES 

Contracted  Services 

19,819 

6,068 

Suppl ies  &  Materials 

6,814 

2,833 

Communications 

11,002 

5,797 

Travel 

16,072 

20,261 

Rent 

14,843 

4,291 

Uti lit ies 

Repair  &  Maintenance 

5,272 

993 

Other  Expenses 

4.894 

566 

Total 

78.716 

40.809 

E0U1PMENT  AND  INTANGIBLE  ASSETS 

Equipment 

4.142 

3.079 

Total 

4.142 

3.079 

GRANTS 

From  State  Sources 

459,305 

From  Federal  Sources 

1,251 

From  Other  Sources 

2.142 

Total 

462.698 

TOTAL  PROGRAM  EXPENDITURES 

$878,260 

$148,847 

GENERAL  FUND 

Budgeted 

$288,980 

Actual 

286.379 

Unspent  Budget  Authority 

$   2,601 

SPECIAL  REVENUE  FUND 

Budgeted 

$585,556 

Actual 

566,017 

nee  Research/Marketing 


4,425 
14.615 


90.821 

3,155 
4,653 
21,278 
26,724 

10,343 


4 

,822 

73 

,686 

6 

,800 

6 

,800 

697.735 


$1,019,452 
869.042 


Envi  ronmental 

Plant 

Agricultural 

Management 

Industry 

Development 

Total 

$553,750 

$526,877 

$183,979 

$1,669,019 

49,624 

85,401 

25 

400 

5,475 

132.697 

128.029 

39.046 

383.016 

686.447 

704.555 

223.425 

2.142.911 

27,098 

35,837 

98,675 

190,652 

58,899 

14,414 

7,305 

94,918 

32,024 

23,010 

25,436 

118,547 

37,111 

19,428 

30,806 

150,402 

26,624 

16,692 

4,880 

77,673 

4,747 

4,747 

42,444 

7,510 

743 

59,673 

6.299 

2.748 

3.552 

22.881 

230.499 

124.386 

171.397 

719.493 

42.693 

46.209 

2.403 

105.326 

42.693 

46.209 

2.403 

105.326 

16,200 

1,173,240 

(200) 

1,051 
2.142 

16.000 

1.176.433 

$959,639 

$875,150 

$413,225 

$4,144, 163 

Unspent  Budget  Authc 


lty 


$630,711 
630.510 
$    201 

$376,477 
329.129 
$  47,348 


$404,510 
404.337 

$    173 

$489,349 
453.729 
$  35,620 


$391,831  $1,716,032 
274.337  1.595.563 
$117,494   $   120,469 


$  79,197   $2,550,031 

59,525    2,277,442 

$  19,672   1   272,589 


ENTERPRISE  FUND 

Budgeted 

Actual 

Unspent  Budget  Authority 
EXPENDABLE  TRUST  FUND 

Budgeted 

Actual 

Unspent  Budget  Authority 


See  note  8B  (2),  page  20. 


$   1,900 


$  25,864   $171,945 

25.864    148.847 

$ 0   $  23,098 


$  43,073 
17.084 


$  98,292   $   143,265 

12.576       29.660 

$  85,716   *   113,605 


$  66,926 

66,787 

$    139 


264,735 
241.498 
23,237 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System. 
the  financial  schedules  on  pages  16  through  20. 
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DEPARTMENT  Of  AGRICULTURE 
SCHEDULE  OP  BUDGETED  PROGRAM  EXPENDITURES  BY  OBJECT  AND  rUND 
FOR  THE  FISCAL  TEAR  ENDED  JUNE  30.  1986 


Wheat 
Centralized    Hall     Research/   Environmental   Plant 
Service*    Insurance  Marketing   Management     Industry 


PERSONAL  SERVICES 

Salarlas 

Hourly  Wages 

Other  Compensation 

Employee  Benefit* 

Total 
OPERATING  EXPENSES 

Contracted  Services 

Supplies  1  Materials 

Communications 

Travel 

Rent 

Utilities 

Repair  1  Maintenance 

Other  Expenses 

Total 
equipment  and  intangible  as: 

Equipment 
Total 
GRANTS 

From  State  Sources 
Total 

TOTAL  PROGRAM  EXPENDITURES 

GENERAL  FUND 

Budgeted 

Actual 

Unspent  Budget  Authority 
SPECIAL  REVENUE  FUND 

Budgeted 

Actual 

Unspent  Budget  Authority 

ENTERPRISE  FUNO 

Budgeted 

Actual 

Unspent  Budget  Authority 
EXPENDABLE  TRUST  FUND 

Budgeted 

Actual 

Unspent  Budget  Authority 


$286,596    S  51, 233   *    70,141 


750 

339.786 

27,025 
6,189 
11,919 
16,717 
H.791 

4,470 

4.613 

85.724 

3.184 
3.184 

246.703 

246.703 


38,645 

100 

14.807 

104.785 

5,791 
2,145 
6,273 
17,933 
4,256 

478 

99 

36.975 

2.222 
2-222 


$675,397 

$143,982 

$305,897 

304.892 

i     1,005 

$605,495 

341.337 
$264,158 

S   2,000 

2.000 

1      0 

$  27,168 

$171,390 

27.168 

143.982 

S      0 

$  27,408 

5,275 
13.967 

89.683 


18,009 
4,793 
19,867 
21,161 
10,275 

1,162 
3.356 


78 

623 

2 

935 

2 

935 

296 

246 

296 

246 

I  467 

,487 

467.487 


$  553,306  $513,393 

12,226    47,759 

175 

126.023   117.405 

691.555   678,732 


36,398 

15,463 

26,178 

20,970 

16,919 

5,082 

8,293 

1.964 

229.009   131.267 


33,377 
55,536 
33,187 
43,524 
26,714 

31,428 
5.243 


127.319 

127.319 


$1,047,883   $809,999 


696,487   $431,724 

681.195    418.970 

15^292  $  12^754 


430,421 
366.688 


$451,804 
358.940 
3   $  92,864 


S  44,269 

32.089 

$  12,180 


Agricultural 

Development 


Total 


$163,146   $1,638,115 
98,630 
6,700 
358.472 


400 
33.830 
197.376 

84,910 
10,929 
14,594 
29,173 
4,936 

538 
3.933 

149.013 


13.059 
.3.059 


2.101.917 

205,510 
95,055 

112,018 

149,478 

77,891 

5,082 

46,369 

19.208 

710.611 

136.571 
136.571 

556.008 
556.008 


$360,359   $3,505.107 


$434,778 
137.100 


$1,868,886 
1.542.157 


$297,678  $   326,729 

$161,094  $2,668,232 

117.347  1.651.799 

$  43.747  $1,016,433 


$100,607   $   146,876 

45,735       79.824 

$  54,872    $   67.0S2 


$  66,460 
60.177 
,283 


265,018 
231.327 

33,691 


1,  2,  3,  4 


See  note  8c,  d,  a,  b(2),  pages  19  and  20. 


This  schedule  Is  prepared  from  the  Statewide  Budgeting  and  Accounting  System, 
in  the  notes  to  the  financial  achedules  on  pages  16  through  20. 


Additional  information  la  provided 


DEPARTMENT  OF  AGRICULTURE 

SCHEDULE  OF  ADDITIONS  AND  DEDUCTIONS 

TO  AGENCY  FUND  PROPERTY  HELD  IN  TRUST 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30.  1987 


Property  Held  in  Trust,  July  1,  1985  $   153.735 

ADDITIONS: 
Fiscal  Year  1985-86 
Nonbudgeted  Receipts  102,295 

Fiscal  Year  1986-87 
Nonbudgeted  Receipts^  2 . 689 . 508 

Total  Additions  2 . 791 . 803 

DEDUCTIONS : 
Fiscal  Year  1985-86 
Nonbudgeted  Disbursements  28,071 

Fiscal  Year  1986-87 
Nonbudgeted  Disbursements  121. 194 

Total  Deductions  149 . 265 


Property  Held  in  Trust,  June  30,  1987  $2,796,273 


See  footnote  5,  page  1! 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Account- 
ing System.  Additional  information  is  provided  in  the  notes  to  the 
financial  schedules  on  pages  16  through  20. 
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MONTANA  DEPARTMENT  OF  AGRICULTURE 

NOTES  TO  THE  FINANCIAL  SCHEDULES 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30.  1987 

1.        SUMMARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES 

A.  Basis  of  Accounting 

The  state  of  Montana  uses  the  modified  accrual  basis  of  accounting  for 
the  General  Fund,  Special  Revenue  Fund,  Agency  Fund,  and  the  Expendable 
Trust  Fund.  Under  the  modified  accrual  basis  of  accounting,  a  valid  obligation 
exists  when  the  related  liability  is  incurred  except  for  the  following  items 
which  are  also  considered  valid  obligations  under  state  accounting  policy: 

—  If  the  appropriation  provided  funds  to  complete  a  given  project, 
the  entire  amount  of  a  contract  may  be  accrued  even  though 
the  services  are  rendered  in  fiscal  years  subsequent  to  the 
fiscal  year  in  which  the  expenditure  is  accrued. 

—  The  anticipated  cost  of  equipment  is  expensed  in  the  fiscal 
year  in  which  budgeted. 

—  Goods  ordered,  but  not  received  as  of  the  fiscal  year-end,  may 
be  accrued  if  the  purchase  order  was  issued  in  the  fiscal  year 
in  which  the  anticipated  expenditure  is  to  be  accrued. 

The  accrual  basis  of  accounting  is  used  for  the  Enterprise  Fund  and  the 
Nonexpendable  Trust  Fund.  Under  the  accrual  basis  of  accounting,  revenues 
are  recognized  in  the  accounting  period  in  which  they  are  earned  and  become 
measurable.    Expenses  are  recognized  in  the  period  incurred,  if  measurable. 

B.  Basis  of  Presentation 

The  financial  schedules  were  prepared  from  the  Statewide  Budgeting  and 
Accounting  System  (SBAS)  without  adjustments.  Accounts  are  organized  on  the 
basis  of  funds  according  to  state  law.  The  following  fund  types  are  used  by 
the  department: 

General    -    accounts    for   all    financial    resources    except    those    required    to    be 
accounted  for  in  another  fund. 
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Special  Revenue  -  accounts  for  the  proceeds  of  specific  revenue  sources 
that  are  legally  restricted  to  expenditures  for  specified  purposes. 
Legislative  appropriations  are  required  to  spend  from  this  fund  type. 
This  activity  includes  the  registration  and  inspections  of  fertilizers  and 
feeds,  grain  inspection,  wheat,  barley  and  alfalfa  seed  market  promotion 
and  noxious  weed  management  projects. 

Enterprise  -  to  account  for  operations:  a)  that  are  financed  and  operated 
in  a  manner  similar  to  private  business  enterprises,  where  the  intent  of 
the  Legislature  is  that  the  costs  of  providing  goods  or  services  to  the 
general  public  on  a  continuing  basis  be  financed  or  recovered  primarily 
through  user  charges;  or  b)  where  the  Legislature  has  decided  that 
periodic  determination  of  revenues  earned,  expenses  incurred,  and/or  net 
income  is  appropriate  for  capital  maintenance,  public  policy,  management 
control,  accountability,  or  other  purposes. 

The  Enterprise  Fund  at  the  department  includes  the  Alfalfa  Leaf  Cutting 
Bee  program  and  the  Montana  Agricultural  Loan  Authority. 

Trust  and  Agency  -  to  account  for  assets  held  by  a  governmental  unit  in 
a  trustee  capacity  or  as  an  agent  for  individuals,  private  organizations, 
ether  governmental  units,  and/or  other  funds.  These  include  Agency 
Funds,  Expendable  Trust  Funds,  and  Nonexpendable  Trust  Funds. 

The  Agency  Fund  holds  certificates  of  deposit  or  letters  of  credit  from 
commercial  pesticide  applicators,  produce  wholesalers,  commodity  dealers, 
and  public  warehousemen  to  ensure  that  the  public  will  be  compensated  in 
tha  case  of  negligence. 

The  Expendable  Trust  Fund  includes  the  Hail  Insurance  Program,  Rural 
Development  assets  transferred  to  the  state  under  the  Rural  Rehabilitation 
Corporation  Liquidation  Act,  and  surety  bond  proceeds  held  on  behalf  of 
creditors  of  the  bankrupt  Coast  Trading  Company. 

The  Nonexpendable  Trust  Fund  holds  50  percent  of  the  proceeds  from  a 
surcharge  assessed  on  registered  herbicides  sold  for  consumer  use.  When 
the  principal  in  this  fund  reaches  $2.5  million,  any  interest  generated  may 
be  expended  for  noxious  weed  management  projects,  as  long  as  the 
principal  remains  at  $2.5  million. 


2.        ANNUAL  AND  SICK  LEAVE 

Employees  at  the  department  accumulate  both  annual  and  sick  leave. 
Employees  are  paid  for  100  percent  of  unused  annual  and  25  percent  of  unused 
sick  leave  credits  upon  termination.  Accumulated  unpaid  liabilities  for  annual 
and  sick  leave  are  not  reflected  in  the  financial  schedules  of  the  Department 
of  Agriculture.  Expenditures  for  termination  pay  currently  are  absorbed  in  the 
annual   operational   costs   of   the   department.      At   June   30,    1987,    the   department 
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had   an   approximate   liability  of  $160,028   for  annual   leave   and   $95,306   for  sick 
leave. 

3.  EMPLOYEES'  RETIREMENT  SYSTEM 

The  Department  of  Agriculture  employees  are  covered  by  the  Montana 
Public  Employees'  Retirement  System  (PERS).  The  department's  contribution  to 
this  plan  was  $103,266  in  fiscal  year  1985-86  and  $105,326  in  fiscal  year  1986- 
87. 

4.  GENERAL  FUND  BALANCE 

The  General  Fund  is  a  statewide  fund.  Agencies  do  not  have  a  separate 
General  Fund  since  their  only  authority  is  to  pay  obligations  from  the 
statewide  General  Fund  as  long  as  they  stay  within  their  appropriation  limits. 
Thus,  on  an  agency's  Schedule  of  Changes  in  Fund  Balances,  the  beginning 
and  ending  fund  balance  will  always  be  zero  for  the  General  Fund. 

5.  AGENCY  FUND  INCREASE 

In  fiscal  year  1985-86,  the  agency  fund  held  only  certificates  of  deposit 
from  commercial  pesticide  applicators  ensuring  that  the  public  would  be 
compensated  if  the  applicator  was  negligent.  In  fiscal  year  1986-87,  the 
department  also  accepted  certificates  of  deposit  and  letters  of  credit  from 
commodity  dealers,  produce  wholesalers,  and  public  warehousemen  to  meet 
bonding  requirements.  Prior  to  fiscal  year  1986-87,  only  a  surety  bond  (a  non- 
negotiable  instrument)  was  accepted  by  the  department  from  those  three  types 
of  businesses.  For  fiscal  year  1986-87,  $2,585,400  of  agency  fund  nonbudgeted 
receipts  are  from  commodity  dealers,  produce  wholesalers,  and  public 
warehousemen. 

6.  ADDITIONS  TO  PROPERTY.  PLANT.  AND  EQUIPMENT 

The  Department  of  Agriculture  records  land,  buildings,  and  equipment  in 
the  General  Fixed  Assets  Account  Group.  The  following  schedule  reflects  the 
activity  in  the  General  Fixed  Assets  Account  Group  for  fiscal  years  1985-86 
and  1986-87: 


Balance  at 
Additions   Deductions    June  30.  1987 
Equipment 

Fiscal  year  1985-86      $145,089    $24,776 

Fiscal  Year  1986-87        87,294     20,609       $1,026,645 

Land 

Fiscal  Year  1986-87      $   1,578  $    1,578 

Buildings 

Fiscal  year   1986-87  $   59,619  $        59,619 

In    fiscal    year    1986-87,    a   grain   standards    building   and    lot   in   Great    Falls 
that     originally     had     been     recorded     on     the     Department     of     Administration's 
records   were   transferred   to   Department   of   Agriculture's   records.      An   additional 
$11,395    in    equipment    purchased    in    fiscal    year    1986-87    was    not    recorded    in 
department  property  records  until  fiscal  year  1987-88. 


7.  NEGATIVE  FUND  BALANCE 

The  Montana  Agricultural  Loan  Authority  sustained  an  operating  loss  of 
$13,502  in  fiscal  year  1986-87  The  authority  also  sustained  an  operating  loss 
in  fiscal  year  1985-86.  House  Bil'  2,  Laws  of  1987,  forgave  repayment  of  an 
inter-entity  loan  from  the  General  Fund  effective  July  1,  1987.  The  balance  of 
the  loan  at  June  30,  1987,  was  $197,294.  Of  the  $188,578  negative  fund 
balance  in  the  Enterprise  Fund  at  June  30,  1987,  $187,905  is  attributed  to  the 
Agricultural  Loan  Authority  and  $673  to  the  Alfalfa  Leaf  Cutting  Bee  activity. 

8.  BUDGET  VERSUS  ACTUAL  REVENUE  AND  EXPENDITURES 

A.       Wheat  Research/Marketing  Unit 

The  majority  of  this  program's  expenditures  are  for  wheat  association 
membership  payments  and  grants  to  do  research  and  promote  Montana  wheat 
and  barley.  Taxes  assessed  on  participating  producers'  wheat  and  barley  crops 
provide  funding  for  the  program.  The  department  establishes  revenue  estimates 
based  on  historical  information  of  taxes  collected  in  previous  years.  Fiscal 
year  1985-86  tax  revenue  collected  is  low  because  of  the  drought  in  the  1985 
crop  year.  Accordingly,  expenditures  were  lower  than  anticipated  because 
moneys    were    not    available    for    grants.       The    fiscal    year    1986-87    wheat    and 
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barley    crop    production    was    almost    triple    that    of    fiscal    year    1985-86,    and 
accordingly  revenue  collected  increased. 

B.  Enterprise  Fund 

(1)  Drought  conditions  caused  a  decline  in  the  alfalfa  leaf  cutting 
bee  population  and  related  department  bee  inspections  for  fiscal 
year  1985-86  and  1986-87. 

(2)  The      Montana      Agricultural      Loan      Authority      program      never 
reached     its     expected     level     of     activity,     and     was     essentially 
dormant     in     fiscal     years     1985-86     and     1986-87.        Therefore 
revenues  and  expenditures  did  not  approximate  budgeted  levels. 

C.  Agricultural  Assistance  and  Counseling 

The  second  special  session  of  the  49th  legislature  (March  1986) 
established  this  program  and  funded  it  through  an  appropriation  that  continued 
into  fiscal  year  1986-87.  The  budgeted  expenditure  amount  is  based  on  the 
appropriation.  Therefore,     fiscal     year      1985-86     actual     expenditures     are 

substantially  lower  than  budgeted,  as  the  program  was  still  in  its  initial  phase. 

D.  Noxious  Weed 

Statutes  creating  the  noxious  weed  program  were  effective  October  1, 
1985.  The  program  had  a  late  start-up  because  of  new  personnel  and  the 
seasonal  nature  of  noxious  weed  grant  applications;  therefore,  expenditures  for 
fiscal  year  1985-86  are  lower  than  budgeted. 
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AUDITOR'S  OPINION  LETTER 
AND  AUTHORITY  FINANCIAL  STATEMENTS 


SUMMARY  OF  AUDIT  OPINION 

The  auditor's  opinion  issued  in  this  report  is  intended  to  convey  to  the 
reader  of  the  financial  statements  the  degree  of  reliance  which  can  be  placed 
on  the  amounts  presented.  The  opinion  on  the  financial  statements  of  the 
Montana  Agricultural  Loan  Authority  means  the  reader  may  rely  on  the 
fairness  of  the  amounts  presented  in  these  financial  statements,  but  should 
note  the  items  discussed  in  the  second  paragraph  of  the  opinion  letter. 


STATE  OF  MONTANA 


SCOTT  A.  SEACAT 

LEGISLATIVE  AUDITOR 


®ttitz  x&  tkt  ^Cexjislaiite  ,Aaitite 


STATE  CAPITOL 

HELENA,  MONTANA  59620 

406/444-3122 


DEPUTY  LEGISLATIVE  AUDITORS: 
JAMES  GILLETT 

FINANCIAL  COMPLIANCE  AUDITS 

JIM  PELLEGRINI 

PERFORMANCE  AUDITS 

LEGAL  COUNSEL: 

JOHN  W.  NORTHEY 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  examined  the  Balance  Sheet  -  Enterprise  Fund  as  of  June  30, 
1987,  and  the  related  Statement  of  Revenues,  Expenses,  and  Changes  in 
Retained  Earnings  and  the  Statement  of  Changes  in  Financial  Position  of  the 
Montana  Agricultural  Loan  Authority  for  the  fiscal  year  then  ended.  Our 
examination  was  made  in  accordance  with  generally  accepted  auditing  standards 
and,  accordingly,  included  such  tests  of  the  accounting  records  and  such  other 
audit  procedures  as  we  deemed  necessary  in  the  circumstances. 

As  shown  in  the  financial  statements,  the  authority  incurred  a  net  loss  of 
$13,502  during  the  fiscal  year  ended  June  30,  1987.  As  of  thr.t  date,  the 
authority's  total  liabilities  exceeded  total  assets  by  $142,120.  These  factors, 
among  others,  as  discussed  in  Note  6,  indicate  that  while  the  authority  exists, 
and  will  continue  to  exist  under  statute,  its  future  activity  will  be  minimal  or 
even  non-existent. 

In  our  opinion,  the  financial  statements  referred  to  above  present  fairly 
the  financial  position  of  the  Montana  Agricultural  Loan  Authority  Enterprise 
Fund  as  of  June  30,  1987,  and  the  results  of  its  operations  and  the  changes  in 
its  retained  earnings  for  the  year  then  ended  in  accordance  with  generally 
accepted  accounting  principles  applied  on  a  basis  consistent  with  that  of  the 
preceding  year. 

Respectfully  submitted, 

James  Gillett,  CPA 
Deputy  Legislative  Auditor 


December  18,  1987 
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ASSETS 


MONTANA  AGRICULTURAL  LOAN  AUTHORITY 

DEPARTMENT  OF  AGRICULTURE 

BALANCE  SHEET  -  ENTERPRISE  FUND 

JUNE  30.  1987 


Cash 

Equipment 
(net  of  accumulated  depreciation  of  $378) 
Total  Assets 

LIABILITIES  AND  FUND  EQUITY 

Liabilities 

Accounts  Payable 

Due  to  other  Accounting  Entities 
Inter-Entity  Loans  Payable 
L.T.  Liability  -  Compensated  Absences 
Total  Liabilities 

Fund  Equity 

Retained  Earnings 
Total  Fund  Equity 

Total  Liabilities  and  Fund  Equity 


11,318 


1.117 
$   12,435 


191 

10 

,921 

142 

,190 

1 

,253 

154 

555 

(142.120) 
(142.120) 

$   12,435 


The  notes  to  the  financial  statements  are  an  integral  part  of  this 
statement. 
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MONTANA  AGRICULTURAL  LOAN  AUTHORITY 

DEPARTMENT  OF  AGRICULTURE 

STATEMENT  OF  REVENUES.  EXPENSES.  AND 

CHANGES  IN  RETAINED  EARNINGS 

ENTERPRISE  FUND 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30.  1987 


Operating  Revenue  $    -0 

Operating  Expenses : 
Personal  Services 
Contracted  Services 
Communications 
Travel 
Rent 
Other  Expenses 


6 

,575 

4 

,026 

69 

745 

373 

1 

,681 

Total  Operating  Expenses  13 .469 

Prior  Year  Expenditure  Adjustment  (33) 

Net  Income  (Loss)  (  13.502) 

Retained  Earnings,  July  1,  1986  (128.618) 

Retained  Earnings,  June  30,  1987  $(142,120) 


The  notes  to  the  financial  statements  are  an  integral  part  of  this 
statement. 
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MONTANA  AGRICULTURAL  LOAN  AUTHORITY 

DEPARTMENT  OF  AGRICULTURE 

STATEMENT  OF  CHANGES  IN  FINANCIAL  POSTTTON 

ENTERPRISE  FUND 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30.  1987 


Sources  of  Working  Capital: 

Operations : 

Net  Income  (Loss)  $(13,502) 

Items  not  Requiring  Working  Capital: 

Add  Depreciation  134 

Working  Capital  Provided  by  Operations  (13,368) 

Uses  of  Working  Capital  _0- 

Net  Increase  (Decrease)  in  Working  Capital  $(13, 368) 


Elements  of  Net  Increase  (Decrease) 
in  Working  Capital: 

Cash  and  Cash  Equivalent  $(12,862) 

Accounts  Payable  253 

Liability  for  Compensated  Absences  488 

Due  to  Other  Accounting  Entities  (  1.247) 

Net  Increase  (Decrease)  in  Working  Capital  $(13, 368) 


The  notes  to  the  financial  statements  are  an  integral  part 
of  this  statement. 
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MONTANA  AGRICULTURAL  LOAN  AUTHORITY 

DEPARTMENT  OF  AGRICULTURE 

NOTES  TO  THE  FINANCIAL  STATEMENTS 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30.  1987 

1.        SUMMARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES 

The  Montana  Agricultural  Loan  Authority  is  responsible  for  administering 
the  activities  of  the  Beginning  Farm  Loan  Program  and  the  Tax  Deduction  on 
Sale  of  Agricultural  Land  Program.  These  programs  are  designed  to  help 
private  lenders  assist  beginning  farmers  and  ranchers  to  acquire  agricultural 
property. 

A.       Basis  of  Accounting 

The  financial  statements  were  prepared  from  the  Statewide  Budgeting  and 
Accounting  System  (SBAS)  with  adjustments.  The  authority  uses  the  accrual 
basis  of  accounting  for  the  Enterprise  Fund.  Under  this  basis,  revenues  are 
recognized  in  the  accounting  period  in  which  they  are  earned  and  become 
measurable.  Expenses  are  recognized  in  the  period  incurred,  if  measurable,  and 
attributable  to  the  program. 

The    Enterprise    Fund    is,    by   law,   an   appropriated    fund.      Funds    were   not 
appropriated     for    rent    and     indirect    costs.        The    expenses     recorded    on    the 
accounting    records    reflect    those    appropriated    while    the    accompanying    financial 
statements  reflect  the  actual  expenses  incurred  by  the  authority. 

3.       Description  of  Fund 

The  fund  presented  and  its  relationship  to  the  State  Treasury  Fund 
structure  is  as  follows: 

PROPRIETARY  FUND  TYPE 

Enterprise  Fund   -   To   account   for   operations:      (a)   that  are   financed 
and    operated    in    a    manner    similar    to    private    business    enterprises,    where    the 
intent   of   the   Legislature   is   that   the   costs   (expenses,   including   depreciation)   of 
providing    goods    or    services    to    the    general    public    on    a    continuing    basis    be 
financed     or     recovered     primarily     through     user     charges;     or     (b)     where     the 
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Legislature  has  decided  that  periodic  determination  of  revenues  earned, 
expenses  incurred,  and/or  net  income  is  appropriate  for  capital  maintenance, 
public  policy,  management  control,  accountability,  or  other  purposes. 

C.  Encumbrances 

Encumbrances  are  recorded  for  purchase  orders,  contracts,  and  other 
commitments  in  order  to  reserve  that  portion  of  applicable  appropriations  for 
all  funds.  At  fiscal  year-end,  in  accordance  with  state  policy,  major  qualifying 
encumbrances  are  reclassified  as  payables  and  charged  as  expenditures. 

D.  Insurance 

The  authority  is  insured  through  the  Insurance  Division  of  the 
Department  of  Administration. 

2.  EMPLOYEES'  RETIREMENT  SYSTEM 

The  authority's  employees  are  covered  by  the  Public  Employees' 
Retirement  System  (PERS),  administered  by  the  state  of  Montana.  Under 
PERS,  the  state  contributes  6.417  percent  of  an  employee's  gross  wages  to 
PERS.  All  eligible  employees  contribute  6.0  percent  of  gross  wages.  The 
authority's  contribution  to  PERS  for  the  fiscal  year  ended  June  30,  1987,  was 
S380.  The  state's  policy  is  to  fund  accrued  pension  costs.  The  unfunded  past 
service  costs  and  the  actuarially  computed  value  of  the  vested  benefits  are  not 
readily  available  for  the  members  of  the  plan  employed  by  the  authority.  The 
Public  Employees'  Retirement  System  was  actuarially  sound  at  July  1,  1986. 

3.  ANNUAL  AND  SICK  I  EAVE 

Annual  leave  and  sick  leave  costs  are  not  recorded  until  leave  is  taken. 
Upon  termination,  qualifying  employees  with  unused  accumulated  annual  leave 
and  sick  leave  receive  100  percent  payment  for  annual  leave  and  25  percent 
payment  for  sick  leave.  As  of  June  30,  1987,  the  authority  had  a  predicted 
liability  of  SI, 253  for  vacation  leave  and  sick  leave. 
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4.  LONG-TERM  NOTES  RECEIVABLE.  BONDS  PAYABLE 

The     authority     issued     two     bonds     during  fiscal     year     1984-85     totalling 

$193,800.  The  bond  proceeds  were  used  to  purchase  the  notes  from  the 
lending    institution.      These    notes    were    then    assigned    to    the    lender    as    collateral 

for  the  bonds.  The  terms  of  each  note  and  its  related  bond  are  identical. 
Interest  rates  are  variable  on  an  annual  basis. 

Long-term  debt  and  the  related  long-term  notes  receivable  consist  of  the 
following  as  of  June  30,  1987: 

Bond  Amount  $81.600 

8.75  percent  bond  payable.  Note  receivable  in  20  annual  installments  of 
$8,781  (including  principal  and  interest).  Payments  due  beginning  May  3, 
1986.    Principal  outstanding  at  June  30,  1987  was  $77,535. 

Bond  Amount  $112.200 

9.3  percent  bond  payable.  Note  receivable  in  9  annual  installments  of 
$17,719  (including  principal  and  interest).  Payments  due  beginning  May 
3,  1986.    Principal  outstanding  at  June  30,  1987  was  $94,737. 

5.  INTER-ENTITY  LOAN 

House  Bill  447,  Laws  of  1983,  gave  authority  for  a  General  Fund  loan  of 
$97,969  for  fiscal  year  1983-84  and  $99,325  for  fiscal  year  1984-85.  The  loan 
was  to  cover  the  authority's  initial  operating  costs.  House  Bill  500,  Laws  of 
1985,  extended  the  repayment  of  the  loan  to  June  30,  1987.  House  Bill  2,  Laws 
of  1987,  forgave  the  loan,  effective  July  1,  1987.  The  balance  of  the  loan  on 
SBAS  at  June  30,  1987,  was  $197,294  The  inter-entity  loan  payable  on  the 
balance  sheet  is  the  loan  balance  after  adjustment  for  prior  years  errors  in 
recording  personal  services,  indirect  costs,  and  depreciation  on  SBAS. 

6.  PROGRAM  STATUS 

The  authority  sustained  an  operating  loss  in  fiscal  year  1986-87  of 
$13,502.  Consideration  of  the  following  additional  factors  raises  questions 
regarding  the  future  activity  levels  of  the  authority. 

1.        No    loans    were    granted    during    fiscal    year    1986-87.       It    is    believed 
that   between   $3   and   $4   mi'lion   in   loans   must   be   granted   each    year 
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in    order   for    the    program    to    be   self   supporting.      From    the    time    of 
inception,  only  two  loans  totalling  $193,800  have  been  processed. 

2.  The  Legislature  recognized  the  level  of  inactivity  through  House 
Bill  2,  1987,  which  forgave  the  General  Fund  loan  repayment 
effective  July  1,  1987.  The  authority  is  not  expected  to  generate 
any  future  revenues  nor  expenditures. 

3.  During  the  first  year  of  the  authority,  federal  legislation  related  to 
the  tax-exempt  status  of  the  bonds  was  pending.  The  authority's 
bond  counsel  would  not  offer  a  clean  opinion  on  the  authority's 
bonds  until  the  issue  was  resolved,  and  thus  program  activity  during 
the  first  year  was  halted.  That  legislation  was  finalized  in  1986  and 
limits  the  authority's  ability  to  use  tax-exempt  bonds  for  the 
purpose  of  the  program. 

4.  Current  economic  factors  in  agriculture  have  contributed  to  the  lack 
of  development  of  the  program. 

These  factors  indicate  that  the  authority  will  continue  to  be  dormant  unless 
the  structure  and  funding  of  the  programs  are  changed.  Recent  legislative 
sessions  have  not  resulted  in  such  changes.  The  49th  Legislature  of  Montana 
enacted  legislation  allowing  the  state  to  guarantee  agricultural  loans,  but  no 
spending  authority  was  provided.  The  50th  Legislature  of  Montana  took  no 
action  to  provide  alternate  measures  to  keep  the  authority  viable. 
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STATE  OF  MONTANA 
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TELEPHONE 
AREA  CODE  406 


KEITH  KELLY 

DIRECTOR 


April    21,    1988 


Mr.  Scott  A.  Seacat 

Legislative  Auditor 

Office  of  the  Legislative  Auditor 

State  Capitol 

Helena,  MT  59620 


APR  2  5  1980 

MONTANA  LEGISLATIVE 
AUDITOR 


Dear 


M£*>5eacat: 


I  would  like  to  thank  you  and  your  staff  for  the  courteous  and 
professional  manner  in  which  the  financial-compliance  audit  of 
the  Department  of  Agriculture  was  conducted.   Following  are  the 
responses  to  the  audit  recommendations  of  the  two  fiscal  years 
ending  June  30,  1987: 

RECOMMENDATION  // 1 

WE  RECOMMEND  THE  DEPARTMENT  FOLLOW  ITS  PURCHASING  AND  ACCOUNTING 
POLICIES  WHEN  IT  MAKES  EMERGENCY  PURCHASES. 

RESPONSE:   The  department  concurs  and  will  make  a  concerted 
effort  to  comply  with  the  agency  policies. 

RECOMMENDATION  #2 

THE  DEPARTMENT  IMPLEMENT  PROCEDURES  TO  ENSURE  ALL  SBAS  DOCUMENTS 
ARE  ADEQUATELY  SUPPORTED. 

RESPONSE:   The  department  has  implemented  procedures  to 
ensure  all  SBAS  documents  are  adequately  supported. 

RECOMMENDATION  #3 

THE  DEPARTMENT  CLASSIFY  DUES  PAYMENTS  AS  OPERATING  EXPENDITURES. 

RESPONSE:   The  department  concurs  and  has  processed  the 
operational  plan  amendments  for  the  current  fiscal  year  to 
correct  operational  expenditures. 
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Scott  Seacat 

Page  2 

April  21,  1988 

Again,  thank  you  and  your  staff  for  the  manner  in  which  the  audit 
was  conducted. 


SL/sl 
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